



Ta OS ll 





J SOCIAT SMIENCES J 











Volume V. No. 27 a 


INTERNATIONAL _- 
Financial News Survey 


INTERNATIONAL MONETARY FUND e 


Jhauary 16,1953 


Brazilian Free Exchange Market 


Legislation that had been passed by the Brazilian 
Congress, providing for a legal free market, has been 
signed by President Vargas. The official rates, based on 
the par value of the cruzeiro agreed with the International 
Monetary Fund, will be maintained and will apply to 
(a) exports, imports, and related expenses, except as 
noted below, (b) government services, (c) loans and 
credits of interest to the national economy and registered 
by the Council of the Superintendency of Currency and 
Credit, and (d) profits on foreign investments of special 
interest to the national economy, registered by the Council. 
The investments in (d) are those included in government- 
approved plans for the development of regions with 
unfavorable climatic conditions and other underdeveloped 
regions, and also investments in electric power develop- 
ment, communications, and transportation, provided the 
rates of these enterprises do not exceed those established 
by the Government. The transfers provided for under 
(c) and (d) will depend on the balance of payments 
situation; transfers under (c) are not to exceed 8 per cent 
of the amounts registered by the Council, and transfers 
under (d) are not to exceed 10 per cent of the capital 
registered. 

Transactions not listed under (a), (b), (c), and (d) 
will be effected in a legal free market at rates agreed 
upon between the parties to the transactions unless the 
Government decrees otherwise in cases of exceptional 
gravity and on the recommendation of the Council of 
the Superintendency of Currency and Credit. Moreover, 
the Council may exempt the following transactions, wholly 
or in part, from the requirement that they be effected at 
the official rates: (1) exports of domestic products which 
meet two conditions, i.e., that they have not individually 
exceeded in value, during the last three years, 4 per cent 


of the annual average of total exports in those three years 
(stocks previously acquired by the Government being 
excepted from this limitation), and that they cannot be 
exported, because of production costs, at international 
prices at the official rate of exchange; (2) imports of mer- 
chandise which are licensed on the understanding that 
exchange will not be provided at the official rates. Au- 
thorization for free market transactions for these speci- 
fied exports and imports will be given by the Council 
of the Superintendency of Currency and Credit, on a 
general basis and by products, for at least three months 
but for not more than twelve months; this authorization 
can be extended for another twelve months. The free 
market transactions will be limited to banking institutions 
and credit establishments approved by the Government. 

The law provides that the Export and Import Depart- 
ment of the Bank of Brazil shall not license exports and 
imports on a barter basis. It also provides that the Ex- 
change Department of the Bank of Brazil will draw up an 
estimate of exchange receipts each half year; on the 
basis of this estimate, the Council will establish which 
imports are to be licensed by the Export and Import 
Department of the Bank, and the exchange to be granted 
by the Exchange Department of the Bank for imports 
not requiring a license. 

The law will go into effect 45 days after its publication 
in the Government’s Official Bulletin. The President 
vetoed a provision authorizing the Government to place 
in the free market any product which is financed on the 


basis of a minimum price guarantee provided by a law 
of 1951. 


Sources: Ministry of Finance of Brazil; The Wall Street 
Journal, New York, N. Y., January 8, 1953. 





Diamond Sales in 1952 

Sales of rough diamonds effected through the Central 
Selling Organization on behalf of South African and 
other producers reached the record level of £69.6 million 
in 1952. While total gem sales for the year, at £45.8 mil- 
lion, were about £1 million less than in 1951, the year’s 
turnover in industrial qualities expanded to almost £24 
million, from £18.3 million in 1951. 
Source: The Financial Times, London, England, Janu- 
ary 8, 1953. 


Europe 
U.K. Gold and Dollar Reserves 


The gold and dollar reserves held by the United 
Kingdom fell by $49 million in December, primarily 
because of the payment on December 31 of $181 million 
of interest and principal due on the U.S. and Canadian 
lines of credit and the lend-lease loan (see this News 
Survey, Vol. V, p. 206). Reserves at the end of 1952 
were $1,846 million, compared with the year’s low point 
of $1,662 million on April 30 and with $2,335 million 
at the end of 1951. 
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Apart from the above-mentioned payment of $181 mil- 
lion in December, $40 million was spent on purchases 
under the commodity arbitrage scheme (see this News 
Survey, Vol. V, pp. 51 and 57). Receipts during the 
month included $31 million of defense aid from the 
United States and $80 million from the European Pay- 
ments Union in settlement of that part of the November 
surplus which was paid in gold or dollars. Other trans- 
actions affecting the gold and dollar balance, which re- 
sulted mainly from the sterling area’s trade with North 
and Central America, yielded a surplus of $61 million. 

For the second half of 1952, the increase in reserves 
held by the United Kingdom was $161 million. Credits 
included $226 million of U.S. defense aid, $86 million 
from EPU operations, and $200 million from other 
transactions affecting the gold and dollar balance; debits 
were the $181 million debt payments to the United States 
and Canada, and the gross dollar cost, which amounted 
to $170 million, of the commodity arbitrage scheme. 
While the actual effect of the arbitrage operations upon 
the U.K. position with EPU is not known, the operations 
presumably played some part in causing the shift from a 
debtor position of $127 million in the third quarter to a 
creditor position of $213 million during the last quarter. 

Total defense aid from the United States in the half- 
year period was considerably less than the $322 million 
forecast last July by the Chancellor of the Exchequer. 
Sources: The Financial Times, January 3, 1953, and The 

Economist, January 10, 1953, London, England. 


French Economic Problems 

The French deficit with EPU in December amounted 
to the equivalent of US$70 million, and it will have to 
be paid entirely in gold or dollars, since France’s quota 
is exhausted. At the end of December debt repayment 
to the United States amounted to US$38.5 million and re- 
payment to Canada was Can$11.7 million. Therefore, 
known expenditures from the Stabilization Fund between 
mid-December and mid-January were some US$120 mil- 
lion. The Financial Times estimates that French reserves, 
excluding the gold stock of the Bank of France, might not 
exceed $120-150 million (before payment to EPU for 
the December deficit). The deficit may have resulted in 
part from the political crisis, which would have caused 
some unfavorable capital movements. Trade figures for 
December have not yet been released; in earlier months, 
the deficit had been decreasing and the trend of exports, 
particularly in October and November, had appeared 
promising. M. Mayer, the new Premier, has stated before 
the National Assembly that export subsidies will be 
continued. French prices in December were stable. The 
decline between February and December 1952 (the period 
of the Pinay Government) was 7.9 per cent for whole- 
sale prices and 2.1 per cent for consumers’ prices. Since 
the declines were, in general, greater than in many other 


countries, the discrepancy between French and other 

prices, which had been prevailing since the beginning of 

1951, was reduced somewhat in 1952. However, further 

strong efforts are still needed to equalize costs in France 

and in other countries, in order to help restore the French 

balance of payments position and allow some relaxation 

of import restrictions. 

Sources: Le Monde, Paris, France, January 4, 1953; 
The Financial Times, London, England, Janu- 
ary 5, 1953. 

Italy’s Industrial Production 

The Italian index of industrial production at the end 
of October was 158 (1938=— 100). Thus the postwar 
increase was greater than for most other European coun- 
tries. The average index for the first ten months was 
141, compared with 138 for the same period in 1951, 
and the October index showed that in twelve months there 
had been an increase of about 744 per cent. 

Production of both natural gas and nonferrous min- 
erals continued to expand in 1952 so that the index for 
mining in October was 166, compared with 143 a year 
earlier, and the average for the first ten months was 
142, compared with 117. The index for the manufac- 
turing industry was 152 in October 1952, compared with 
142 in October 1951; and the 1952 ten-month average 
was 134, one point above the average for the correspond- 
ing ten months in 1951. The textile and clothing indus- 
tries reduced their output by 11 per cent in 1952, but, 
partly because of rearmament, the average index for the 
iron and steel and machinery industries for the first ten 
months of the year was 12 per cent above the average 
for 1951. The index for the oil distilling industry, which 
in the first nine months of 1951 was about 314 times the 
prewar index, increased further during the same period 
in 1952, to about 41% times the prewar index. The index 
for the electric power and gas industries in October 1952 
was 203, compared with 189 in October 1951, the average 
for the first ten months of the year increasing by 10 
points, to 192. 

Source: Central Institute of Statistics, Notiziario Istat, 
Serie B, Rome, Italy, December 1952. 


Middle East 

Land Reform Financing in Egypt 

The Egyptian Minister of Finance has been authorized 
to issue an internal LE 200 million, 3 per cent, 30-year 
loan, to finance the Government’s purchases of land in 
accordance with the land reform program introduced in 
1952 (see this News Survey, Vol. V, p. 104). The bonds 
will be nominal and will not be transferable except to 
Egyptians. An Agrarian Reform Fund will be estab- 
lished to undertake all transactions in connection with 
the land reform. An account in the name of this Fund 
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will be opened in the National Bank; it will be credited 
with all payments made by purchasers of the requisi- 
tioned land and with the income accruing from invest- 
ment of the Fund’s resources; and it will be debited by 
the amounts used to redeem the bonds and their interest, 
which will be paid annually, and by administrative ex- 
penses. Any profits shall be devoted to the reclamation 
of land in Egypt. A Council made up of the Minister of 
Finance, the Governor of the National Bank, and others 
will be formed to administer the Fund. It is expected 
that 750,000 acres of land will be taken over and redis- 
tributed by the Government. Owners of requisitioned 
land will be paid in bonds. The National Bank has 
already issued LE 50 million of bonds, and will con- 
tinue issuing more as the need arises. 
Sources: Al Ahram, Cairo, Egypt, December 25 and 26, 
1952; The Financial Times, London, England, 
December 27, 1952. 


Sterling Release for Egypt 

On January 2, 1953, the United Kingdom released 
£10 million from the No. 2 (blocked) Egyptian account 
to the No. 1 (free) account, in accordance with the 
terms of the 1951 agreement. On October 9, 1952, £5 
million had been released in advance (see this News 
Survey, Vol. V, p. 136). It is estimated that on January 5, 
1953 the amount in the No. 1 account was £14 million. 
Source: The Times, London, England, January 5, 1953. 


Bank Leumi in Israel 

The Bank Leumi, which is Israel’s bank of issue, has 
had its charter extended for one year, until January 1954; 
by that time it is expected that a national central bank 
will be set up to take over the note issuing function (see 
this News Survey, Vol. V, p. 201). 

The Bank Leumi is in the process of opening a branch 
in Ziirich, with the object of strengthening relations be- 
tween the bank and European banks. The branch will 
also endeavor to attract capital to Israel and facilitate the 
sale of Israel securities in Europe. 

Source: The Financial Times, London, England, Janu- 
ary 5, 1953. 


Far East 
Ceylon’s Remittances and Foreign Assets 
Ceylon’s outflow of remittances has been halved as a 
result of the tightening of exchange control regulations 
at the beginning of September 1952. The decline of 
foreign assets also slowed down in the last quarter of 1952. 


Source: Ceylon News, Colombo, Ceylon, December 11, 
1952. 


Ceylon’s Rubber Exports 


Under plans of the Government of Ceylon to control 


the rubber trade between Ceylon and China, the Rubber 
Commissioner will buy from shippers in Ceylon and will 
be the sole exporter. Thus shippers will be prevented 
from profiting from the higher price which China pays 
for Ceylon rubber (see this News Survey, Vol. V, pp. 146 
and 179). 
Sources: Ceylon News, Colombo, Ceylon, December 11, 
1952; The Financial Times, London, England, 
December 22, 1952. 


Thailand’s Gold Import Regulations 

The Government of Thailand has, during recent months, 
been working out a system for legalizing gold imports 
(see this News Survey, Vol. V, pp. 129 and 169). In 
December, the Ministry of Finance issued the following 
regulations governing the import of gold: 

Persons or firms wishing to import gold bullion must 
apply to the Ministry of Finance through the Bank of 
Thailand. 

Gold import permits shall be valid for three months 
after the date of issuance. Applicants must return ex- 
pired permits to the Ministry within seven days of the 
date of expiration. 

A person or firm which has obtained a permit to import 
gold shall submit to the Bank of Thailand an application 
each time that the gold stocks to be imported are brought 
through Customs. 

Importers shall pay fees for gold imports upon sub- 
mitting their applications to the Bank of Thailand. 

Questions concerning the weight and quality of im- 
ported bullion shall be settled by the Government’s 
Weights and Measures Department and the Science De- 
partment. Their decisions shall be final and the appli- 
cants shall bear all the expenses incurred thereby. 
Source: Far East Trader, New York, N. Y., December 17, 

1952. 


Foreign Capital for Thai Industries 

The Thai Government is seeking foreign investments 
to aid in the development of national industries, such as 
paper, rubber, and textiles. In collaboration with the 
American Machinery and Foundry Company of New 
York, paper factories are to be reorganized, with the 
Thai Government owning about 51 per cent interest. 
When organized, the new company is expected to produce 
better grade paper and to increase the volume of output. 
The Government has started negotiations with the General 
Tire Corporation of New York concerning the establish- 
ment of a rubber goods factory. 
Source: Far East Trader, New York, N. Y., January 7, 

1953. 


Thailand’s Highway Development Program 
The State Highways Department of Thailand has re- 
quested a government appropriation of 1,340.5 million 
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baht for the next four years, to complete the construction 
of 5,384 kilometers of roads. The original program pro- 
vided for the construction of 11,553 kilometers; of this 
total, 6,169 kilometers have been finished. The appro- 
priation needed for 1953 is 335.3 million baht; in 1952, 
only 82.8 million baht was received by the Department. 

In 1953, 600 kilometers of new highways are to be 
opened, compared with 300 kilometers in 1952 and 223 
kilometers in 1951. 


Source: The Bangkok Post, Bangkok, Thailand, Octo- 
ber 11, 1952. 


Hong Kong-U.S. Trade 


In order to facilitate exports of legitimate Hong Kong 
origin and at the same time prevent commodities of main- 
land China from entering the United States, the U.S. 
Treasury Department announced on January 9 that 
arrangements had been concluded for the issuance by 
the Hong Kong Government of certificates that will per- 
mit the import into the United States of certain goods 
of Chinese type originating in Hong Kong. The proce- 
dure will cover cotton waste, tungsten ore and concen- 
trates, hardwood furniture, ivory manufactures, preserved 
plums, salt fish in oil, silk manufactures, and water chest- 
nuts. Importers are advised to file applications with the 
Federal Reserve Bank of New York on forms provided 
for the purpose. Licenses granted will authorize importa- 
tion on condition that the importer present to the Col- 
lector of Customs at the time of entry an appropriate 
certificate of origin issued by the Hong Kong Depart- 
ment of Commerce and Industry. 

The Treasury order will also make possible the release 
from customs warehouses of goods held since the U.S. 
Government restricted trade from Hong Kong as a safe- 
guard against the entry of communist-made goods. 

In announcing the new procedure, the Treasury De- 
partment said it is “contemplated that in the near future 
certification will be available for most of the principal 
exports of Hong Kong origin to the United States.” (See 
also this News Survey, Vol. V, p. 185.) 

Sources: Treasury Department, Press Release, Washing- 
ton, D. C., January 9, 1953; The Journal of 
Commerce, New York, N. Y., January 12, 1953. 


Taiwan’s Four-Year Economic Program 


The Taiwan Government has begun plans for putting 
into operation a four-year economic and industrialization 
program aimed at attaining economic self-sufficiency by 
1957. The Government has outlined programs for agri- 
cultural and industrial development, budgeted its yearly 
export and import requirements, estimated increases in 
national income, and outlined ways for balancing its inter- 
national payments. Emphasis has also been laid on the 
balancing of the consolidated government budget through 


increasing revenues and eliminating nonessential ex- 
penditures. 

The plan calls for annual decreases in foreign aid 
during the entire four-year period. It is estimated that 
after that period the foreign exchange and budgetary 
deficits of the Government could be met out of its own 
resources. 


Source: Chinese News Service, Press Release, New York, 
N. Y., December 23, 1952. 


Japanese Retention Quota Commodities 


As of January 1, 1953, the Ministry of International 
Trade and Industry of Japan reclassified some commod- 
ities falling under the retention quota system. The com- 
modities are still classified in three categories: Category 
1, with a retention credit of 15 per cent; Category 2, 10 
per cent; Category 3, 5 per cent (see this News Survey, 
Vol. V, p. 29). 

The reclassification was, in general, a revision upward 
to accord higher retention credit percentages to com- 
modities that play important roles in earning foreign 
currency, Japanese special products whose exports may 
be promoted without drawing criticism from abroad, 
and commodities whose production requires a high degree 
of processing. Among the commodities that have been 
moved from Category 2 to Category 1 are raw silk, silk 
fabrics, round steel bar, steel sheet and plate, nonorganic 
pharmaceuticals, cement, sheet glass, and woolen fabrics. 
A few commodities that were not formerly on the reten- 
tion quota list have been added to Category 3. 

Source: The Journal of Commerce, New York, N. Y., 
January 8, 1953. 


New Note Issue Limit of Japan 

The Policy Board of the Bank of Japan has recom- 
mended to the Ministry of Finance that the limit of the 
note issue be raised from 470 billion yen to 510 billion 
yen in view of the increase in wages and in the produc- 
tion levels. According to the law of the Bank of Japan 
amended up to 1949, the Ministry of Finance, with the 
approval of the Cabinet, shall fix a maximum limit for 
the note issue. The Bank of Japan may, whenever it is 
deemed necessary, issue bank notes in excess of the limit 
prescribed provided that the Bank obtains the permission 
of the Ministry of Finance and that it pays an issuing 
tax (3 per cent) on the amount of bank notes issued in 
excess of the set limit. During recent years, such a 
maximum limit has been changed several times: twice in 
1948 and once a year from 1949 on. 

The note issue of the Bank of Japan was 486 billion 
yen in November 1952 and 500 billion yen on De- 
cember 15. 

Sources: Asahi Shimbun, December 5 and 6, 1952, and 
Bank of Japan, Fortnightly Letter, December 16, 
1952, Tokyo, Japan. 








FreaeTst Sel 


7. ©@ 


ion 


e- 


ind 
16, 








Philippine Agricultural Development 

Figures released by the Bureau of the Census of the 
Philippines show that the total area planted to principal 
crops increased from 5,102,000 hectares in 1950 to 
5,270,000 hectares in 1951 and to 5,326,000 hectares in 
1952. The area planted to food crops accounted for a 
good portion of the total increase, having risen from 
3,637,000 hectares in 1950 to 3,742,000 in 1951 and to 
3,788,000 hectares in 1952. There has also been a strong 
inducement to increase the area devoted to the principal 
export products, owing to good demand for these com- 
modities in the postwar years. More land has been opened 


for the growing of abaca, and the land allotted to sugar 
has been increased. 


Source: Central Bank of the Philippines, Central Bank 
News Digest, Manila, Philippines, October 16, 
1952. 


United States and Canada 


U.S. Budget for Fiscal Year 1954 


The U.S. budget for the fiscal year ending June 30, 
1954 proposes an increase of $4 billion in expenditures 
over the fiscal year 1953; since receipts are expected to 
be the same as in 1953, the deficit would rise from an 
estimated $6 billion this year to $10 billion next year. 
The budgetary proposals, which were transmitted to the 
Congress by President Truman on January 9, differ from 
previous ones in not including specific proposals for new 
legislation. 

Total expenditures for 1954 are proposed at $78.6 bil- 
lion, compared with $74.6 billion in the current year and 
$66.1 billion in fiscal 1952. Expenditures relating to 
national security account for the increase: aircraft pro- 
curement and domestic defense operations would rise by 
$2.2 billion, foreign aid by $1.8 billion, and atomic 
energy development by $700 million. Small declines 
would occur in government stockpiling (from $1,070 mil- 
lion to $900 million) , the financing of defense production 
(from $320 million to $200 million), and housing finance 
(from $760 million to $510 million). Present foreign 
aid programs call for expenditures of $5.6 billion in 
military and economic assistance in fiscal 1954, compared 
with an estimated $5.8 billion in the current fiscal year. 
Additional foreign aid expenditures of $2 billion in fiscal 
1954 are proposed, but no details are provided. It is 
mentioned that offshore procurement contracts, which 
are exceeding $1 billion this year, will increase further 
in 1954. 

Budget receipts are estimated at $68.7 billion; a small 
rise in the tax base would be offset by the assumed auto- 
matic termination of tax increases enacted in 1950 and 
1951. (The corporate excess profits tax is scheduled to 
expire on June 30, 1953, the increased rate on individual 
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incomes on December 31, 1953, and the increases in 

normal rates on corporate income on March 31, 1954. 

Excise tax rate increases also will expire on March 31, 

1954.) If these expirations do not occur as scheduled, 

government receipts would be about $2 billion higher. 

Source: The Budget of the U.S. Government for the 
Fiscal Year ending June 30, 1954, Washington, 
D. C., January 1953. 


Outlook for U.S. Wheat and Textile Exports 


The Bureau of Agricultural Economics estimates that 
U.S. wheat exports in 1952-53 may fall to 300-350 million 
bushels, from 474 million bushels in 1951-52. The record 
supply of wheat throughout the world is expected to 
decrease the need for imports by wheat-deficit countries. 
World wheat production in 1952-53 is estimated at 7.24 
billion bushels, compared with the prewar (1935-39) 
annual average of 6.02 billion. Crops are above average 
in all important northern hemisphere countries; in par- 
ticular, countries of Western Europe will be in a much 
better supply position than last year, which will lessen 
their need for supplementary wheat imports. 

U.S. textile exports face a critical market fight in 1953 
as a result of increased competition from the country’s 
main rivals, the United Kingdom, Japan, and India. The 
world-wide demand for textiles, carried over from World 
War II, has been satiated to a large extent; a number of 
countries have developed new textile industries, some of 
them even competing in the export market. Furthermore, 
the large textile export countries have raised their export 
goals: the United Kingdom, which exported 586 million 
yards of cotton goods during the first ten months of 
1952, plans exports of 1.35 billion yards in 1953; Japan, 
which exported 660 million yards during the first ten 
months of 1952, plans to sell over one billion yards abroad 
in 1953; India plans to export 1.1 billion yards in the 
coming year. Thus there is doubt that in 1953 the United 
States can maintain its earlier share of the textile export 
market. In the sterling area the penetration of U.S. goods 
will be made more difficult by the recent tightening of 
trade barriers. It is expected that U.S. exports to Canada, 
which make up about 25 per cent of total U.S. cloth 
exports, will suffer increased pressure from British com- 
petition. 

Sources: The Journal of Commerce, New York, N. Y., 


December 27, 1952 and January 7, 1953. 


Canadian Government Bond Issue 


The Government of Canada is to issue on January 15 
a $100 million 25-year bond issue, carrying an offering 
yield of 3.85 per cent. This is the first Federal Govern- 
ment long-term issue since 1950, and it is regarded as an 
experimental prelude to much larger issues in 1954 when 
it will be necessary to convert wartime borrowing total- 
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ing about $650 million. In contrast to the normal policy 
of placing the issue directly on the market, the flotation 
will be handled by the Bank of Canada and sold on 
application to investment dealers and banks. 


Source: The Gazette, Montreal, Canada, January 10, 1953. 


Latin America 


Mexican Budget for 1953 


The Mexican Legislature has approved a budget for 
1953 which estimates government expenditures at 4,160 
million pesos, an increase of 164 million pesos over the 
1952 budget. Most of this increase is to defray a 10 per 
cent salary increase for civil servants and members of the 
armed forces. The total includes nearly 2,000 million 
pesos for expenditures on public works. 

No increase in present tax rates has been proposed, 
but further improvements in tax administration and col- 
lection are expected to yield more revenue than in the 
past. The Minister of Finance strongly implied that the 
1953 budget would be in balance; and that a proposed 
160 million peso issue of government bonds for the con- 
struction of highways, port facilities, and electrification 
would not be inflationary because it will not exceed 
amortization of old public debt. 

Sources: Excelsior, December 16, 1952 and January 1, 
1953, and Diario Oficial, December 31, 1952, 
Mexico, D.F. 


Mexico’s Machinery Imports 

The Mexican Association of Machinery Importers re- 
ports that industrial machinery imports rose from 101 
million pesos in 1950 to 158 million in 1951 and 200 
million in 1952, a record figure. Imports of electrical 
motors and generators were 18 million pesos in 1950, 
22 million in 1951, and 25 million in 1952; and in the 
three years, agricultural equipment imports were 11 mil- 
lion, 15 million, and 17 million pesos, respectively. 
Source: Excelsior, Mexico, D.F., December 30, 1952. 


Costa Rican Coffee Production 


The Oficina del Cafe de Costa Rica reports that the 
1952-53 coffee output is expected to amount to 605,000 
quintals, in comparison with 514,250 quintals in 1951-52. 
A quota of 12 per cent of the 1952-53 crop, with a 3 per 
cent additional margin, has been allotted for domestic 
consumption; the 1951-52 quota was 16 per cent. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., January 5, 1953. 


Industrial Investment in Venezuela 


The Chamber of Industrialists estimates that approxi- 
mately Bs 200 million (US$59.7 million) was invested in 


Venezuela during 1952. This figure includes investments 
in new industries as well as the expansion of existing 
industries. The most important investments were in tire 
manufacturing (Bs 30 million), soap and detergents 
(Bs 25 million), rayon textiles (Bs 8 million), cotton 
textiles, paints and industrial acids, and automobile 
assembly plants. 

Source: El Nacional, Caracas, Venezuela, December 9, 

1952. 


Agriculture and Livestock Census in Venezuela 


Preliminary results of Venezuela’s agriculture and live- 
stock census of 1950, published by the Ministry of De- 
velopment, show that, since the last census was taken 
in 1937, there have been increases in the production 
of rice (from 13,000 tons in 1937 to 32,000 tons in 
1950), potatoes (from 11,000 tons to 23,000), and cane 
sugar (from 2 million tons to 3.4 million). Corn produc- 
tion was about the same in each year (361,000 tons). 

Despite an increase in the cultivated areas, the produc- 
tion of vegetables fell off. Cotton production also was 
drastically reduced (from 8,000 tons in 1937 to 4,000 
in 1950). 

Source: El Universal, Caracas, Venezuela, December 16, 
1952. 


Exchange Control Modifications in Colombia 


By a decree of November 7, 1952, Colombia’s 3 per 
cent tax on remittances abroad in payment of merchandise 
imports was eliminated, and a tax of 3 per cent on the 
registration of all import licenses was established. This 
change is intended to discourage the registration of pro- 
visional licenses for use only in case of need, since 
subsequent cancellation will involve the loss of the 3 per 
cent prepaid tax. Import licenses that were canceled 
in 1952 totaled $26.9 million ($12.9 million registered 
in 1952 and $14.0 million in earlier years). 

Sources: Bank of London & South America, Fortnightly 
Review, London, England, December 13, 1952; 
Banco de la Republica, Situacién de Cambios, 
Bogota, Colombia, December 26, 1952. 


Export-Import Bank Loan to Brazil 


The Export-Import Bank of Washington has authorized 
a loan of US$67.5 million for the development of high- 
grade manganese ore deposits by the Industria e Comercio 
de Minerios S.A. of Rio de Janeiro. The principal is to 
be repaid by December 31, 1965, with interest at 444 per 
cent per annum. A Defense Materials Procurement 


Agency contract has also been signed, covering the pro- 
duction of 5,500,000 tons of manganese ore, one of the 
largest projects ever undertaken in Brazil. Large-scale 
production is expected to get under way by 1956, and at 
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least 70 per cent of the 5,500,000 tons would be offered 
to the United States over a period of years. The DMPA 
purchase contract would run through June 30, 1962 but 
would terminate upon earlier repayment of the loan. 
The DMPA has guaranteed the company a flat price of 
$0.65 per long ton, based on 45-47 per cent ore, for any 
part of the production, up to 5,500,000 tons, that the 
company offers to the U.S. Government. 
Source: The Export-Import Bank of Washington and 
Defense Materials Procurement Agency, Joint 
Press Release, Washington, D. C., January 8, 
1953. 


Paraguay's 1953 Exchange Budget 


Paraguay’s 1953 exchange budget, approved by the 
Central Bank’s Resolution No. 3 of December 30, 1952 
and covering exchange transactions in the official ex- 
change market, estimates that receipts will be equivalent 
to US$41.5 million; exports account for $37.6 million, 
services for $0.9 million, and capital inflow (mostly 
from the loan from the International Bank for Recon- 
struction and Development) for $3 million. Exchange 
expenditures are estimated at $40.5 million; the alloca- 
tion for commercial and government imports accounts 
for $32.9 million, government expenditures for $2.9 mil- 
lion, private services for $4.3 million, and a contingency 
fund for $0.4 million. The estimated $1 million exchange 
surplus would increase the official reserve holdings of 
the Central Bank. 

The import allocations are distributed as follows: 
Group I commercial imports, $8.6 million; imports of 
the National Government and official institutions, $4.1 
million; and imports of capital goods $0.8 million, to 
which the rate of 15 guaranies per U.S. dollar applies; 
Group II commercial imports, $8.3 million, to which the 
effective rate of 21 guaranies applies; Group III com- 
mercial imports, $6.6 million, to which the effective rate 
of 30 guaranies applies; and Group IV commercial im- 
ports, $4.4 million, to which the rate of 30 guaranies plus 
the auction surcharge applies. 


Source: El Pais, Asuncién, Paraguay, January 3, 1953. 
Anglo-Argentine Trade Agreement 


A trade agreement concluded on January 1 by repre- 
sentatives of the Argentine and U.K. Governments pro- 
vides for the interchange of products during 1953 valued 
at £167 million in both directions. Argentina is to 
supply 256,000 tons of meat and meat products, of which 
200,000 tons will be beef and the remainder lamb and 
pork. Prices have been fixed at £151 and £161 per ton 
for different qualities of frozen beef, £148 per ton for 
lamb, and £262.5 per ton for pork. The meat prices 
average about 28 per cent above those under the 1951 
agreement. Other items to be supplied by Argentina 





include grain and other agricultural products, the quan- 
tities and prices of which are to be negotiated later. 

The United Kingdom will supply Argentina with 4 mil- 
lion tons of fuel and crude oil, about 800,000 tons of coal, 
and 27,000 tons of tin plate. Argentina is also committed 
to issue import licenses for £3 million worth of British 
consumers’ goods. 

The financial provisions of the new agreement, like the 
agreement of 1951, allow Argentina to convert into dollars 
any sterling funds held in excess of a £20 million work- 
ing balance, and make available to Argentina a sterling 
credit of up to £20 million whenever Argentine sterling 
holdings are insufficient to meet current payments to the 
sterling area. The resumption of financial remittances 
from Argentina to the United Kingdom will be limited 
in 1953 to pensions due to former British employees 
of the Argentine railways. Argentina will endeavor to 
resume other financial payments in 1954. The Argentine 
Government has agreed to set up a special committee to 
examine the compensation claims of British shareholders 
in utilities nationalized by Argentina. 

Sources: The Financial Times, London, England, Janu- 
ary 2 and 3, 1953. 


Other Countries 


Australian Trade 


Australia’s trade with the sterling area in the five 
months ended November 1952 resulted in a favorable 
balance of £A 67.5 million, and trade with non-sterling, 
non-dollar areas showed a favorable balance of £A 61.7 
million. The dollar deficit, however, rose to about 
£A 17.0 million, compared with £A 6.7 million in the 
same period in 1951. 

The value of butter exports, and also of mutton and 
lamb shipments, was nearly six times that in the cor- 
responding five months of 1951, and greasy wool exports 
amounted to £A 119 million, compared with £A 92.8 mil- 
lion a year earlier. U.S. purchases of greasy wool, how- 
ever, fell to 23.6 million pounds, valued at £A 8.4 mil- 
lion, from 50.6 million pounds, valued at £A 19.1 mil- 
lion, in the earlier year. The value of wheat shipments 
was about half that in the 1951 period. 

Imports of processed fibers, textiles, and apparel fell 
from £A 108.4 million in July-November 1951 to £A 19.8 
million in July-November 1952. 

Source: The Financial Times, London, England, Janu- 
ary 6, 1953. 


South African National Income 


Preliminary national accounts data for 1950 and 1951 
in terms of current prices, released by the South African 
Reserve Bank, indicate an expansion in the Union’s 
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national income from £1,062 million in 1950 to £1,168 
million in 1951. The agricultural and private manufac- 
turing sectors showed the greatest increases. The higher 
average price for wool was the principal cause of the 
larger agricultural income. In the private manufactur- 
ing sector, the postwar expansionary phase showed no 
signs of diminishing. 

All three components of national expenditure increased: 
consumption by £99 million, current expenditure of public 
authorities by £27 million, and expenditure on capital 
formation by £96 million. 

Total net capital expenditure was 21.9 per cent of net 
national expenditure at market prices in 1951, against 
15.6 per cent in 1950. Of the increase of £96 million in 
1951, £94 million originated in the private sector and 
only £2 million in the public sector. The total increase 
was larger than for any other year since the end of the 
war. 

Business inventories and building and construction 
account for most of the 1951 increase in net capital ex- 
penditure. Stocks, which had been reduced by £17 mil- 
lion in 1949 and £8 million in 1950, were built up by 
£32 million in 1951. These movements resulted largely 
from the way import controls were applied; during 1949 
and 1950 the business sector could not readily add to its 
inventories, but in 1951 when import controls were re- 
laxed, imports rose to £470 million, from about £310 
million in 1949 and also in 1950. An unprecedented 
building boom in 1951 caused a £34 million increase in 
building and construction. Farming and mining inven- 
tories rose by £10 million, and expenditure on producers’ 
durable equipment by £10 million. 

There was a shift between 1950 and 1951 in the manner 
in which the Union’s capital requirements were financed. 
In 1950, total domestic saving accounted for 94.9 per 
cent of the funds required for capital expenditure pur- 
poses, and the foreign sector for 5.1 per cent. In 1951, 
the corresponding percentages were 55.4 per cent and 
44.6 per cent. Moreover, in 1951 the current account 
deficit was such that the Union not only made use of the 
capital inflow but also drew upon its international reserves 
to an appreciable extent. In 1950, however, when the 
Union had a small current account deficit, the capital 
inflow led to an increase in gold and foreign exchange 
reserves. 

Source: South African Reserve Bank, Quarterly Bulletin 
of Statistics, Pretoria, Union of South Africa, 
December 1952. 


Monetary Regulations in Belgian Congo 

In order to coordinate and bring to date monetary and 
exchange control measures in the Belgian Congo, a series 
of decrees has been approved by the Colonial Council. 
The Central Bank of the Belgian Congo, the new bank 
of issue, started operations on July 1, 1952. 


Congo bank notes are legal tender up to any amount; 
subsidiary coin is also legal tender up to 30 or 100 
Congo francs, depending on the denomination. How- 
ever, public cash offices and the Savings Bank of the 
Belgian Congo have to accept coin on the same basis 
as bank notes; this facility was extended because coins 
are used as means of savings by the indigenous popu- 
lation. Previous regulations authorizing gold producers 
in the Belgian Congo to sell 60 per cent of their output 
on the free market in the Belgian Congo or in Belgium, 
and to surrender 40 per cent at the official rate to the 
Central Bank of the Belgian Congo, are confirmed. The 
official gold parity is the price at which gold should be 
valued on the Central Bank’s books. A decree issued on 
June 28, 1952 stipulated a cover of 25 per cent in gold 
and convertible currencies for the Bank’s note circula- 
tion (including coins) and sight liabilities. 

The administration of exchange control has been trans- 
ferred from the Foreign Exchange Commission in Leo- 
poldville to the Central Bank. The exchange regulations 
have been coordinated in a single text. Exchange con- 
trol provisions relating to trade transactions have been 
simplified and relaxed. 


Sources: Agence Economique et Financiére, December 9, 
1952, and La Libre Belgique, December 8, 1952, 
Brussels, Belgium. 





Fund Executive Director 


Mr. Crena de Iongh has been elected Executive Direc- 
tor of the Fund for the Netherlands, to succeed Mr. A. M. 
de Jong, who has resigned. Mr. Crena de Iongh has 
been Treasurer of the International Bank for Recon- 
struction and Development. Formerly, he was Alternate 
Executive Director of both the Fund and the Interna- 
tional Bank, representing the Netherlands and the Union 
of South Africa. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

Information Officer 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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